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ABSTRACT ARTICLE HISTORY 
Neo-liberalism can be described as the most influential economic- Received 20 January 2017 
social ideological trend in the world today, with Hayek as one of Revised 9 June 2017 

the two prominent representatives. He advocates individual Accepted 16 July 2017 


liberty, private property rights and spontaneous expansion of 


KEYWORDS 
order, opposes state regulation, over-welfare, public ownership, Hayek; methodological 
and collectivism, etc. These constitute the main contents of his individualism: liberalization: 
thought. Hayek’s idea can be summed up as economic privatization; marketization 


“liberalization,” “privatization,” and “marketization” based on 
methodological individualism. No matter whether it is from the 
angles of political stance, philosophical methodology, value, or 
policy, the above-mentioned thought embodies super-ideological 
essence of serving the “narrow interest” and “liberal democracy” 
of the bourgeoisie. This article seeks to pose a deep ideological 
criticism of neo-liberalism represented by Hayek with a historical 
materialism methodology, in order to dispel the ideological fog of 
contemporary neo-liberalism and prevent the errors possible in 
our theory or practice. 


Economic liberalism has a long history. From classical liberalism till the “Keynesian revo- 
lution” it has been occupying the orthodox position in the major capitalist countries. 
Recently due to the Keynesian failure, the long silent economic liberalism is resurging 
in the massive “anti-Keynesian revolution” with great impact. In the narrow sense, the 
doctrine of neo-liberalism is the London school of economics, with Hayek and Robbins 
as the two leading figures. Since the 1930s, Hayek had been continuously publishing 
books to elucidate his neo-liberal ideas. It is for this reason that he has become the 
most thorough liberal economist of modern times and has been hailed as “the most 
respected moral philosopher and political economist in the field of economics since 
Adam Smith” (Blaug 1992, 106). Perry Anderson regards neo-liberalism as the most suc- 
cessful ideology to date that holds market as almighty, while Fukuyama sees it as a neo- 
conservative ideology (quoted in Cai 2015, 33), and Cheng Enfu (2012, 23) takes it as a 
reflection of the international monopoly of capitalist thought reflecting the interests of pri- 
vate multinational corporations. In this article, it will mainly criticize and disentangle the 
methodological individualism and its concrete manifestations as elaborated in the ideol- 
ogy of Hayek's thought. 
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1. Methodological Individualism: An Analysis of the Core of Neo-liberalism 


c 


Neo-liberalism, as the mainstream economics of the West, is not a “value-free” doctrine; 
rather it explicitly defends the established political-social system with the goal of “enslav- 
ing” and “subjugating” the citizens to the reality, hence embodying a very strong ideology 
feature. Hayek is no exception. Undeniably, his research relies on a lot of “experiences” 
and “facts,” but he still cannot reach the value-free status as proclaimed by some of the 
mainstream Western economics schools. On the contrary, his study is based on deep 
“value bias,” namely full of hatred of socialism and blind faith in the free-capitalism. In 
this regard, he questions without reservation: “Is there a greater tragedy imaginable 
than that in our endeavor consciously to shape our future in accordance with high ideals, 
we should in fact unwittingly produce the very opposite of what we have been striving 
for?” (Hayek 1997a, 13-14). He is very certain that, to control society through thought 
in the manner of controlling nature through science is bound to lead to the destruction 
of civilization. Just as he says: 


Those who argue that we have to an astounding degree learned to master the forces of nature 
but are sadly behind in making successful use of the possibilities of social collaboration are 
quite right so far as this statement goes. But they are mistaken when they carry the compari- 
son further and argue that we must learn to master the forces of society in the same manner 
in which we have learned to master the forces of nature. This is not only the path to totali- 
tarianism, but the path to the destruction of our civilization and a certain way to block future 
progress. (Hayek 1997a, 195) 


This ideological implication also influences the methodology of Hayek’s neo-liberalism. 
Methodological individualism is the foundation of Hayek’s economic liberal theory, which 
“not only constitutes the methodological mode of Hayek’s liberal theory, but also to a cer- 
tain extent marks the basic tenets of liberalism” (Deng 2002, 190). When discussing the 
features of “true individualism,” Hayek (2002, 11) points out, 


The first thing that should be said is that it is primarily a theory of society, an attempt to 
understand the forces which determine the social life of man, and only in the second instance 
a set of political maxims derived from this view of society. 


We do not intend to deny the rational elements in Hayek’s “true individualism,” since on 
one hand it refutes the atomistic individualism or “pseudo-individualism” and lashes onto 
those viewpoints presupposed on isolated or self-sufficient individual existence as “the sil- 
liest of the common misunderstandings” (Hayek 2002, 11); and on the other hand, he 
advocates that individuals should seek liberty based on abidance of basic social rules. 
Obviously, there is a certain dialectic flavor in it; however, regretfully this “dialecticism” 
is only halfway with a very suspicious and uncritical premise. In fact, there are at least 
three errors of Hayek’s methodological individualism. 

First, this methodology presupposes the logic of confrontation between individuals and 
the collective, or the logic of dualistic divisions. Hayek’s methodological individualism 
emphasizes the priority of individual action, emphasizing the individual's liberty to create, 
the subject’s rights and abilities, and taking it as a fundamental way to understand social 
phenomena. Meanwhile, as an interpretation mode, methodological individualism aims to 
emphasize that the recognition or interpretation of any phenomenon must be based solely 
on the facts of the individual and should not be satisfied with any interpretation at the 
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collective level. Based on this, Hayek's economic individualism is not to observe many 
different minded individuals as a whole, but to focus on observation and analysis of indi- 
vidual behaviors and preferences. In other words, a study of economic activities must take 
each individual as the starting point, the individual economic behaviors as the basic unit of 
analysis, and the whole social economic harmony as a result of individual economic beha- 
viors. But in fact, human nature is the sum total of all social relations in its reality, just as 
Marx (2012b, 2) points out well, “Man is the most real political animal, not merely a gre- 
garious animal, but an animal that can only be independent in society.” Therefore, 
although there are differences between individuals and society, they are in a unified 
whole. However, Hayek’s “true individualism” always takes the individual as the logical 
starting point, destination and value standard. In his own words, it is “the recognition 
of his own views and tastes as supreme in his own sphere, however narrowly that may 
be circumscribed, and the belief that it is desirable that men should develop their own indi- 
vidual gifts and bents” (Hayek 1997a, 41). Furthermore, Hayek denies that there is a self- 
contained collectivism above the social entity. Certainly there would be no society without 
individual, but the society is not equal to a simple combination of the individuals. Thus, to 
explain the logic of the whole with individual logic necessarily leads to the methodological 
dilemma of “mismatching donkey lips to horse mouths.” 

Secondly, this methodology presupposes psychological reductionism. Hayek goes even 
further to show that “true individualism” does not regard the individual as an isolated or 
self-contained existence, nor does it take the relationships among individuals as conceived 
by “pseudo-individualism,” but emphasizes more the internal relationships of the mental 
modes. As Hayek points out, 


Social science does not study a given whole, but constructs a pattern from similar elements, 
and then uses this pattern to form the whole; these patterns reproduce the relationship struc- 
tures that we can always observe in real life. Even the popular notion of social totality is 
expressed in terms of everyday language, which is in fact a mental mode. (quoted in Lukes 
2001, 107) 


In fact, Hayek is quite unique in contending that the individual has the same mental 
structure to understand social phenomenon. Just as Hurwicz (2000, 204) writes, “The 
economics, politics and psychology of Hayek’s thought are closely related, and under- 
standing his thought of the human mind is the basis for understanding his economics 
and politics.” Obviously, from Hayek’s thought of the human mind, we can find his 
true individualism and economic theory, as well as the psychological pillar and epistemo- 
logical pillar of his liberalism faith. In fact, from the perspective of historical materialism, 
there is certain truth that similar mental structures lead to similar actions, but the problem 
is that the mental structure of the individual is by no means fixed and immutable. It is 
ultimately shaped by the “material structure” of social history, namely the certain pro- 
ductive forces, the economic base, and the social existence. To interpret the structure of 
mind without taking into account the social and historical dimensions, and to use the 
psychological knowledge to unlock the mechanism of social formation is thus like putting 
the cart before the horse, and enslaving oneself with no way out. 

Thirdly, this methodology is actually a kind of poor-reputed empiricism and metaphy- 
sics. The fundamental error of this methodology lies with a lack of historical dialectical 
perspective to examine the “realistic individual.” It is an incomprehension of the social 
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historicity and developmental feature of the individual, as well as the changing social and 
historical premise of the individual existence, while taking the individual of the civil 
society as an “ordinary person” or “eternal person” adaptable to all stages of human 
society. This is too far away from the viewpoint of historical materialism. Even though 
Hayek’s methodological individualism has some support from dialectics, it is at best a 
canny and up-dated version of individualism that is impossible to transcend its ideological 
nature. For Hayek’s philosophy, Feng (2000, 12) gives a forceful evaluation: 


Hayek’s methodological individualism is not a redemptive philosophy, rather it has a high 
degree of formal characteristics, which assigns the task of filling content into the form to 
the moral responsibility of each person. Given that he has always shown a concern for the 
well-being of mankind, we may well suppose that he would not object to the promotion of 
substantive happiness dimension of individualism. However, we do not get much enlighten- 
ment from Hayek in regards of what public power can do to promote welfare of mankind 
other than maintaining the “rules of fair conduct.” 


Not coincidentally, some commentators further argue that Hayek’s individualism is 
mainly characterized by epistemological individualism, anti-atomistic individualism, 
negative individualism seeking to eliminate coercion, and universal individualism; and 
Hayek's individualism will inevitably lead him into the paradox of marginalized “society,” 
“lonely individual,” tolerance and intolerance, as well as nearly non-humanitarian 
dilemma (Chen 2008, 127). Below we will have a critique of Hayek’s thought of liberaliza- 
tion, privatization, and marketization derived from his methodological individualism. 


2. Liberalization: An Analysis of the Economic Values of Neo-liberalism 


Hayek’s neo-liberal economic value holds high the banner of liberty, especially individual 
liberty, contends that only individual free choice is the most effective, and as long as gov- 
ernment intervenes with public power, individual rights will be violated with the economy 
becoming ineffective. Just as the former U.S. President Ronald Reagan demonstrates his 
over-confidence in liberalism: “Democracy and capitalism are highly developed political 
and economic systems, and liberalism will someday dominate almost all the countries 
throughout the world” (quoted in Liu 1989, 301). However, ironically, liberalism 


has not been fully practiced anywhere in the world anytime in history at all; even in Britain, a 
country widely taken as the homeland and the model of liberalism, it has not succeeded in 
carrying out all the claims of liberalism. (Mises 1994, 44) 


In fact, the premise of liberalism is “liberty,” but even the most determined liberals 
acknowledge that “liberty” is often so chaotic and uncertain when it comes to the nature 
of “genuine liberty.” 

As mentioned earlier, Hayek’s (1991, 20) “individualism” has not only a methodologi- 
cal meaning, but also a normative meaning. Specifically, Hayek's concept of liberty 
includes multiple dimensions such as political liberty, liberty of thought, and economic 
liberty, etc. Clearly, the economic liberty is the foundation of liberty. The way to achieve 
economic liberty is to implement a market economy, letting market mechanisms fully play 
the function of adjustment, so that the people in market can fully engage in free compe- 
tition. “Political liberty” means “the participation of men in the choice of their govern- 
ment, in the process of legislation, and in the control of administration” (Hayek 1997b, 6). 
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Hayek explicitly opposes the notion of “political liberty” because it is a collective con- 
cept. Secondly, Hayek also distinguishes between “internal liberty” and “metaphysical lib- 
erty’ or “subjective liberty.” According to him, whether a person can rationally make 
choices among different alternatives or can rationally implement a problem-solving sol- 
ution he himself developed is different from whether others can or can not impose 
their will on him or her; they are two fundamentally different problems, with the former 
belonging to the category of internal liberty, while the latter belonging to the liberty defi- 
nition he favors (Hayek 1997b, vol. I, 8-9). Finally, Hayek argues that liberty is understood 
as the “ability to do what I want” (1997b, 10), while the concept of liberty advocated by the 
socialists has the risk of leading to totalitarianism in the name of liberty. As he emphasizes, 
liberty is such a state of men, “in which coercion of some by others is reduced as much as is 
possible in society” (Hayek 1999, 27). 

Clearly Hayek’s economic liberty belongs to negative liberty, not positive liberty. It is in 
Berlin’s (2011) article “the Two Concepts of liberty” written in 1958 that makes the dis- 
tinctions. In Berlin’s view, positive liberty refers to the liberty of people in the “active” 
sense, namely the decisions and choices of the subjects are based on their own initiatives 
rather than by any external forces. When a person is autonomous or self-determined, he is 
in a state of positive liberty. This liberty is “the liberty to do something.” Negative liberty, 
on the other hand, refers to the liberty in the “passive” sense, namely the will of a person is 
free from the compulsion of others, and the action of a person is free from the interference 
of others, in other words the state free from compulsion and interference. Specifically, 
negative liberty as understood by Berlin (2011, 170) refers to “the field of action of a per- 
son capable of not being impeded by others,” while “positive liberty” refers to the indepen- 
dent right of self-control at his or her own will. According to Berlin, the focal points of the 
two types of liberty are distinct; since positive liberty emphasizes people’s initiative and 
autonomy, it naturally focuses on human behavior capability as well as the ability to 
acquire resources; hence deriving various rights and qualifications for certain acts. The 
exercise of rights and the cultivation of ability constitute the yardstick of judging the 
degree of liberty. Negative liberty, on the other hand, focuses on the liberty from external 
coercion and interference, hence naturally targeting the autonomous space of individuals 
in social activities; it emphasizes the potential opportunities society could provide for indi- 
vidual development, with no mandatory arrangement by public power in regard of their 
development. 

Consequently, for Hayek, the advocacy of negative liberty is not due to the sacredness of 
the goals, but that it opens the space for the individual actions, which demonstrates his 
priority of individual actions. Based on this, the reason Hayek respects spontaneous 
order is very simple, namely that the spontaneous order, “provides the best opportunity 
to pursue the individual needs of various kinds” (2003, 348). Similarly, Hayek’s opposition 
to organization is because the common goal for all the organization members could block 
individual liberty of actions. However, one might question whether that is the case. In fact, 
individual liberty is not without premise; if the individual does not have the appropriate 
rights, rational knowledge, and ability, in other words, individual subject with autonomy 
as the core, the negative liberty Hayek advocates would become “rootless duckweed” or 
just “a beautiful myth.” The reason Hayek opposes positive liberty is that the development 
of this kind of liberty may cause serious oppression of totalitarianism and the emergence 
of coercion just as shown in socialism, totalitarianism or fascism. However, this approach 
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is like refusing to eat for fear of being choked. As Taylor (2007, 167) points out, we cannot 
always “gaze at the extreme point, or even some point comically twisted.” As a matter of 
fact, positive liberty can at least make us pay more attention to the realization of the right 
of liberty, so as to make it more harmonious between the liberal ideal and the reality. In 
other words, to talk about negative liberty in the context of a relative lack of positive liberty 
for the individual and a lack of guarantee from spontaneous order for realizing the premise 
of individual negative liberty, is no different from the vain-talking of subjectivism, relati- 
vism, and even nihilism. 

By reviewing and sorting out Hayek’s idea of liberty, it is not difficult to see the extreme 
importance of absolute economic liberty to liberalism, and Hayek has presumed a basic 
premise that is beyond “discussion” or “reflection,” namely the premises of ownership, 
institution and political liberty. These premises are given under the conditions of capital- 
ism, and lead to the untenability of Hayek’s idea of economic liberty at its logical starting 
point. On the one hand, there is no political liberty (democracy), economic liberty is 
impossible, because there is no fair and just political and legal system without political lib- 
erty, which serves as a guarantee of economic liberty. On the other hand, economic liberty, 
political liberty, and social liberty are not abstract and rootless; under the conditions of 
capitalism the various dimensions of liberty are all derived from capitalist private owner- 
ship, with the essence being the liberty of capital rather than universal liberty extended to 
all the individuals. As a result, Hayek advocates an abstract concept of economic liberty. 
From the perspective of Marx, there is no abstract liberty but concrete liberty, and liberty 
under the condition of capitalist private ownership is mainly manifested in the form of free 
exchange, which is essentially the liberty of the capital and the few capitalists at the depri- 
vation of the proletarians and most people. So advocating abstract liberty with no real 
economic base could not go through the scrutiny of reality. The system is a combination 
of the liberty of capital and enslavement of labor. In other words, the capitalists have the 
liberty to choose investment projects, location, scale and workers, while workers can only 
obtain the equivalent value of their labor wages in a relatively poor state while facing the 
danger of being fired. That is why Marx (2012a, 191) angrily criticizes, “due to the unlim- 
ited blind pursuit of surplus labor, like the greedy wolf, capital not only breaks the moral 
limits of the working day, but also breaks the limit of pure physical body each day.” This is 
true especially amid economic globalization, since capital can flow freely, while the 
workers are restricted by nationality. It is indeed a process of liberalization for capital, 
but for workers they actually lose personal liberty due to the erosion of the economic 
basis and material premise. Even in contemporary Western society which highlights 
“equality before the law,” what is realized is only equality in the legal sense, since economic 
disparity and the actual gap among people are not only insurmountable but also widening. 
Marx (2012a) believes that the limit of capital is capital itself, and the nature of capital has 
created a series of contradictions that capital itself cannot overcome. 

It can be seen that the promotion of individual liberty or economic liberty with no 
economic basis is a kind of ideological argument with deceptive concealment. As Marx 
(1995, 167) points out, “no one opposes liberty, if any, it is at the most only against the 
liberty of others. Therefore, we can see that liberty has always existed, but sometimes it 
is a special privilege and sometimes a universal right.” That is to say, the discursive con- 
troversy about liberty is not a pure dispute of understanding, but a dispute of the under- 
lining thought systems; the different conceptions of liberty of liberalism and Marxism root 
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in two fundamentally different worldviews, methodologies and values. Based on this, 
under the guise of criticizing the negative impacts of a totalitarian state’s intervention 
on economic development, which is a “real problem,” Hayek opposes all government 
intervention in the economy or regulation, and takes the free market as equivalent to econ- 
omic liberty, even uncritically rejecting political liberty and social justice; all of these 
undoubtedly expose the ideological nature of Hayek’s thought, namely an explicit defense 
of libertarian market economy and the naked interests of the capitalists. 


3. Privatization: An Analysis of the Property Rights System of Neo- 
liberalism 


Hayek’s market fundamentalism not only advocates the value of personal liberty of indi- 
vidualism, but also promotes private ownership and explicitly opposes the normative pos- 
ition of public ownership. 

In Hayek’s opinion, the primary social function of private property rights system is that 
it is a necessary condition for maintaining political, legal and even ethical and sociological 
fairness (not “social justice”). Based on this, Hayek believes that the establishment of prop- 
erty rights system is the beginning of human civilization, which he thinks is certain. In fact, 
from the perspective of Marxism, justice as a social consciousness cannot be a set of 
abstract values separated from certain social economic base. Ultimately it is the conceptual 
expression of the economic basis, and the private property system cannot satisfy the inter- 
ests of all people and the general fairness as the public property system does. Rather it is 
only to achieve the relatively limited equity among the capitalists and capital; it can only 
achieve justice in the sense of limited individual rights, not in the sense of the realization of 
the full development of human liberty. 

In addition, Hayek believes that another social function of private property rights sys- 
tem is its necessary guarantee of personal liberty, while the individual's free will, liberty of 
choice, liberty of work, free entrepreneurship are the prerequisite of a market economy. In 
his book The Road to Serfdom, Hayek explicitly points out: 


Our generation has forgotten that the private property system is the most important guaran- 
tee of liberty, not only for the proprietors, but also for the proletarians. We can only decide in 
our personal capacity what we are to do if all the means of production are in the hands of 
many independent persons, and no one has full control over us. If the means of production 
are in the hands of one person, whether it is in the name of the whole “society,” or belonging 
to a dictator, whoever exercises the management will have full control over us. (Hayek 1997a, 
101) 


In his book The Fatal Conceit, he states: 


one who is free is in peacetime no longer bound by the common concrete ends of his com- 
munity. Such freedom of individual decision is made possible by delimiting distinct individ- 
ual rights (the rights of property, for example) and designating domains within which each 
can dispose over means known to him for his own ends. (Hayek 2000, 69) 


In his book The Constitution of Liberty, he once again clearly points out, 


The recognition of private or proprietary property is thus an essential condition for the pre- 
vention of coercion, though by no means the only one.... Obviously, the establishment of 
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private property rights system is the primary measure to define the private sphere that pro- 
tects us from compulsion. (Hayek 1999, 199) 


From the above statements, we can easily see that Hayek’s “logic” is this: private ownership 
is the cornerstone of individual liberty, and it is able to give full play to the initiative of the 
individual hence the highest efficiency. As mentioned above, in fact, liberty does not have 
only the individual dimension, but also the social and collective dimension; without the 
overall guarantee of society and necessary institutions, the personal liberty (including 
economic liberty) is narrow, partial, or even impossible to realize. In fact, because of 
the real existing drawbacks of totalitarianism, Hayek opposes all attempts of individuals 
for the collective, contending that the overall goal of the collective will inevitably damage 
the interests of individuals and personal liberty. At the same time, he strongly opposes 
public ownership, holding that the deepest illness of public ownership is its resulting in 
a property rights system that is unclear and non-transferable, which would lead to low 
economic efficiency, alarming waste and frequent corruptions. Politically, he argues that 
under the conditions of public ownership, the dictator of the means of production 
would deprive the members of society their liberty and push them to the tragic situation 
of being controlled, enslaved and exploited. Based on sober consideration, however, 
Hayek’s logic does not make sense. As mentioned earlier, what Hayek criticizes is a 
very extreme example, which is certainly not sufficient to prove a negative correlation 
between public ownership and personal liberty and interest. 

Hayek (1999) believes that private ownership can guarantee equal opportunities for 
everyone to get rich through hard work, so he concludes that private ownership is the 
most full economic development momentum. In his view, the existence of private owner- 
ship not only gives everyone the opportunity and conditions to get rich, but also highlights 
the liberty and equality values capitalism advocates. Private ownership is not only the 
guarantee of an individual to effectively pursue economic interests, but also the guarantee 
of a balanced development of the capitalist economy, natural capital flows, and social 
unemployment at the natural level under the adjustment of the “invisible hand.” And 
only under the conditions of private ownership can the autonomy, initiative and creativity 
of the market actors be guaranteed, thus the individual driven by economic interests can 
make autonomous decisions according to market demand. 

In fact, whether private ownership can activate the enthusiasm of individuals varies on 
the social contexts. From the historical point of view, during the rising period of capital- 
ism, private ownership has mobilized the enthusiasm of individual workers, but during the 
ripe period of capitalism when the contradictions are fully exposed, the wage labor-based 
private ownership stifles and damages the workers’ enthusiasm, since the logic of “not to 
work yet getting the most” in reality does not reverse as time goes by, but rather intensifies, 
with the workers’ basic sense of fairness not guaranteed, let alone activating their enthu- 
siasm of work. In other words, the capitalist mode of production under private ownership 
is a reversed world ruled by capital, with “capital as the economic power dominating 
everything in a bourgeois society” (Marx 2012a, 707). There are thus two major reversals: 
one is the reversal of the use value of the commodity and its exchange value; the other is 
the reversal of the “living labor” and the “death labor” (namely the reversal of labor and 
capital). Thus, not to mention natural differences, when approaching economic opportu- 
nities significant inequality is bound to exist due to the basic “institutional reasons.” 
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Moreover, under the conditions of capitalist private ownership, there is at least a major 
distinction between capital and labor, which do not enjoy the same opportunities, let alone 
reach the road of “common prosperity.” It appears to deviate from the basic trend of mod- 
ern economic development especially when there is big development of production socia- 
lization, capital socialization, and certain degree of separation between private property 
owners and the production activities. In fact, there is no necessary relationship between 
the ownership system and the driving force of economic development; rather the key 
lies with the links between economic interests and economic activities, no matter whether 
it is public ownership or private ownership. Thus, Hayek’s argument about the role of pri- 
vate ownership is, at best, a “beautiful lie.” 

Ironically, many domestic scholars who have been “brainwashed” by Western econ- 
omics’ advocacy of wholesale privatization, thinking the deeper the degree of privatization 
the better; they also object to public ownership, holding the theory of private ownership 
deified. They contend that as long as private ownership and privatization are adopted, effi- 
ciency would be improved. They regard private ownership as the only content of the the- 
ory of Western property rights. In this regard, even Stiglitz, the Nobel laureate in 
economics, also criticizes this “property rights error.” In his book Wither Socialism? 
Stiglitz (1994, 238) states: 


In economics, there is no myth like the private property rights myth that has so affected the 
minds and actions of people. This myth holds that all that is required is the proper distri- 
bution of property rights, so that economic efficiency would be guaranteed, but how the 
property rights is distributed is unimportant. This myth is very dangerous because it has mis- 
led many countries in transition to focus on the issue of property rights, focusing on priva- 
tization issues. 


4. Marketization: An Analysis of Resource Allocation Viewpoint of Neo- 
liberalism 


It is the consistent view of neo-liberalism to promote the “invisible hand” of the market, 
even “complete marketization,’ holding the belief of “market omnipotence.” However, 
Hayek differs from the “evangelists” in the way of defending market economy in the 
sense that his defense is based on a unique theory of knowledge and economic order. 
The major characteristics of Hayek’s interpretation and proof of economic individualism 
is his theory of knowledge dispersion. That is to say, knowledge exists only as personal 
knowledge, and the sum of all personal knowledge is not present as an integrated 
whole. In his view, the reason why the market is by far the most effective resource allo- 
cation system is that the market price system is a human communication mechanism 
of information, since through the price mechanism the market could take full advantage 
of the personal knowledge within the economic system, which is objectively separate. 
Therefore, the so-called “division of labor” is actually “division of division.” In the market 
economy system, competition is a very common phenomenon, and it is precisely this com- 
petition that is called by Hayek the “discovery process” that guides resources to be fully 
utilized, including both materials and human talents. Just as Hayek explains: 


Modern economics explains how such an extended order can come into being, and how it 
itself constitutes an information-gathering process, able to call up, and to put to use, widely 
dispersed information that no central planning agency, let alone any individual, could know 
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as a whole, possess or control. Man’s knowledge, as Smith knew, is dispersed . . . Information- 
gathering institutions such as the market enable us to use such dispersed and unsurveyable 
knowledge to form super-individual patterns. After institutions and traditions based on such 
patterns evolved, it was no longer necessary for people to strive for agreement on a unitary 
purpose (as in the small band), for widely dispersed knowledge and skills could now readily 
be brought into play for diverse ends. (Hayek 2000, 11) 


For Hayek, the knowledge of the situation of a particular time and space could only be 
mastered by individuals. Hayek is thus trying to demonstrate the legitimacy of the market 
from the perspective of epistemology. From the perspective of intellectual tradition, he 
obviously inherits the British empiricist view of knowledge, the Austrian school of indivi- 
dualism methodology, which emphasizes the practicality of knowledge, the limited 
capacity of rationality, and the dispersion of knowledge. However, this concept of knowl- 
edge, while transcending the abstractness of the rationalist view of knowledge and the neu- 
trality of the positivist view of knowledge, revealing the individual’s initiative and 
creativity, has its profound “one-sidedness,” which lies in its rejection of the holistic nature 
of knowledge and collective wisdom through the individuality of knowledge, its rejection 
of the integrity of knowledge through the practicality of knowledge, as well as its misread- 
ing and ignorance of the social sciences and natural sciences. 

When Hayek preaches marketization through his competitive theory, his central goal 
in fact is to explain the infeasibility of the central planning system. If people give up the 
position of defending the market for various reasons, i.e. the gap between the rich and 
the poor, the cyclical fluctuation of the economy, the “waste” caused by competition, 
etc., what is the result of building an alternative system of resource allocation under 
the guidance of rationality? In his The Road to Serfdom published in 1944, Hayek points 
out that the following would be the results: restrictions on individual liberty; erosion of 
people’s sense of responsibility and social moral base; social poverty due to hindering 
production of wealth; artificial obstruction of the search for truth; political totalitarian 
system. That is why Hayek thinks the people with good intentions will eventually dis- 
cover that the good will to Heaven is actually a road to serfdom. However, is the 
planned economy really as useless as Hayek asserts? Take China as an example, the 
human rights and liberty of the Chinese people have reached unprecedented historical 
heights; they have formed collectivism as the core values, with good social mores and 
social development that is very different from the old China, and the socialist demo- 
cratic process reaching a historical height. 

It is worth mentioning that Hayek opposes social welfare policy. Admittedly, this 
“opposition” is not general opposition, but under the banner of opposition to “social jus- 
tice,” as he allows the implementation of a certain degree of welfare policy based on other 
reasons. Why is this so? The reason is that the planned economy is closely associated with 
social justice, so in order to adhere to the market and resist the planned economy, he is 
also against social justice as well as the associated social welfare policy. In his The Consti- 
tution of Liberty, he writes: 


All modern governments have made provision for the indigent, unfortunate, and disabled 
and have concerned themselves with questions of health and the dissemination of knowledge. 
There is no reason to believe that these purely service activities should not increase with the 
general growth of wealth. Furthermore, there are public needs that can only be met through 
collective action in such a way that does not limit individual liberty. (Hayek 1997b, 9) 
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Here, both the government’s concern for welfare, or some “collective action” to meet pub- 
lic demand have nothing to do with macro-control based on the idea of “social justice”; 
thus we can see to use the market and its spontaneous mechanism to solve social problems 
has undoubted priority. This can also be proved by Hayek’s understanding of certain wel- 
fare policies. He either regards it as an individual moral obligation or as a requirement of 
social stability, with the former as a requirement of communicative morality, the latter 
belonging to the category of consequence analysis. But in any case he opposes the idea 
of elevating welfare policy to the basic principles at the rule of law level in the name of 
social justice. For Hayek, the key for a country to embark on the road to slavery is not 
for the state to support health or unemployment guarantee in some way, but to resort 
to social justice. Pogge rightly points out the logic: 


Rawls’ focus on social justice is due to his insight that ethics is increasingly unable to deal 
with the important moral aspects of modern society. Modern society has induced a great 
deal of social problems that institutional moral analysis provides much better solutions 
than communicative moral analysis. The latter attempts to account for the losses suffered 
by some people by the moral misconduct committed by others, while institutional moral 
analysis seeks to explain the statistical incidence of these losses in a socially system that is 
morally wrong (injustice). (Pogge 2010, 32). 


It is not difficult to see that the essence of Hayek’s thought on social welfare is to advocate 
free market against state intervention, or more precisely the state’s macroeconomic regu- 
lation and control; the main role of the state should be to maintain the rule of law and 
oppose state intervention in economic life. In other words, Hayek is not an anarchist, 
even he thinks that a big government is not unacceptable, but because of his focus on cri- 
ticism of excessive welfare, emphasis on individual creativity, liberty, property rights, etc., 
it is inevitable to ignore the demand of equality. In fact, a platitude that must be mentioned 
is that the market economy itself has the problems of spontaneity, blindness, lagging- 
behind, resulting in an “uneconomical” state or even falling into a mess. That is to say, 
the “invisible hand” of market logic can only make the economy limp forward, with no 
smooth development, or ability to achieve the social demands of equality or fairness. In 
the face of major economic problems such as unemployment, overproduction, stagnation 
of growth and economic crisis under the capitalist relations of production, given that there 
has been a historical trend for state intervention policies to become more and more widely 
adopted and the relative stability of Western economies under this policy since the end of 
the war, presumably Hayek would remain speechless. Moreover, the theoretical analysis of 
marketization is not the most important, rather in practice the key lies in the interests of 
the ruling class in the capital society. In the face of these cold, stubborn established inter- 
ests, Hayek's specific economic theory may seem empty and powerless. To put it more 
thoroughly, the above propositions and initiatives cannot fundamentally solve the basic 
contradiction of capitalism—the contradiction between private ownership and socialized 
production. 

In fact, the market is not the Land of Promise, nor is marketization the panacea. Just as 
the French scholar Gilles Deleuze (2001, 197) points out: 


There is only one thing in the capitalism that is universal, that is the market; the reason there 
is not a universal state is precisely because there is a universal market, with the various states 
as the centers of the market, or the trading post of the market. However, the market does not 
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create universality and equilibrium, rather it is a factory that frantically produces wealth and 
misery. While human rights are actively involved in self-owned capitalism, human rights do 
not allow the “joy” of our own capitalism to come to us. No democratic state is not thrown 
into the manufacture of this human suffering. The shame is that we do not have any reliable 
means to prevent this stigma. 


It is noteworthy that David Kotz, the representative of the Social Structure of 
Accumulation (SSA), an important school of Western Marxist economics, published 
a new book titled The Rise and Fall of Neo-liberal Capitalism (2014), which contends 
that neo-liberal theory can not explain the capitalist economic and political changes in 
the new historical period, but rather provide a defense for these changes. In light of 
the 2008 financial crisis, the Nobel laureate in economics, former World Bank Vice- 
president and chief economist Stiglitz wrote a book titled Freefall: America, Free Mar- 
kets, and the Sinking of the World Economy, which is a timely deep reflection and 
theoretical review. Stiglitz contends that finding the right balance between govern- 
ment and the market is the best way to achieve sustained growth and long-term effi- 
ciency, and how to define the relationship between government and the market will be 
the biggest challenge for future economics. He points out that “The book has a differ- 
ent view that the generation of key decisions, such as deregulation, is in essence the 
result of political, economic ‘forces’ of interest, ideology and ideology, far from the 
influence of any specific individuals” (Stiglitz 2011, “Preface,” 6). Stiglitz (10) further 
writes, 


The crisis now reveals a fundamental flaw in the capitalist system, or at least in the particular 
“version” of the capitalist system (American capitalism) that is emerged in the latter half of 
the twentieth century in the United States. It is not a problem of defective individuals or indi- 
vidual errors, nor a problem of correcting some minor issues or policies. 


It is clear that despite Hayek’s awareness of the market failure, his over-promotion of the 
market and downplaying of macro-control lead him into the road of no return. In fact, no 
matter how we preach the goodness of a social system, as long as the result of its operating 
mechanism and its claimed principle lead to the opposite, it would demonstrate that the 
theory has become pure empty ideology with little convincing power and legitimacy. It is 
true that we cannot say that Hayek’s ideas are in any way an arbitrary “ideology” without 
any “grain of truth,” but even some of them emanated the light of truth, they are often 
“supported,” “wrapped” and “surrounded” by the ideology that is total in nature. In 
other words, some of the ideas in Hayek's neo-liberal theory may not necessarily be “mis- 
conceived,” but they can be called, “limited consciousness” as called by Jameson (1997, 
206), which is one of the seven modes of ideology. 
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